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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Legislative  Branch  for  the  two  fiscal  years 
ended  June  30,  1999. 

The  audit  was  conducted  by  the  accounting  firm  Junkermier,  Clark,  Campanella  & 
Stevens,  P.C.,  under  a  contract  between  the  firm  and  our  office.  The  comments  contained 
in  this  report  represent  the  views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

Written  response  to  the  report  is  included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Scott  A.  Seacat 
Legislative  Auditor 
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Certified  Public  Accountants 


INDEPENDENT  AUDITORS'  REPORT 


The  Legislative  Audit  Committee 
Of  the  Montana  State  Legislature: 


We  have  audited  the  accompanying  financial  schedules  of  the  Legislative  Branch,  excluding  the 
Consumer  Counsel  (the  Legislative  Branch),  for  the  fiscal  years  ended  June  30,  1998  and  1999, 
as  listed  in  the  table  of  contents.  These  financial  statements  are  the  responsibility  of  the  Branch's 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on 
our  audits. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards  and  the  standards 
applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the 
Comptroller  General  of  the  United  States.  Those  standards  require  that  we  plan  and  perform  the 
audits  to  obtain  reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disclosures  in  the  financial  schedules.  An  audit  also  includes  assessing  the  accounting  principles 
used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
schedule  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  Legislative  Branch's  financial  schedules  are 
prepared  in  accordance  with  state  accounting  policy,  which  is  a  comprehensive  basis  of  accounting 
other  than  generally  accepted  accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects, 
the  results  of  operations  and  changes  in  fund  balances  of  the  Legislative  Branch  for  the  fiscal  years 
ended  June  30,  1998  and  1999,  in  conformity  with  the  basis  of  accounting  described  in  Note  1. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  a  report  dated  October 
7,  1999,  on  our  consideration  of  the  Legislative  Branch's  internal  control  over  financial  reporting 
and  our  tests  of  its  compliance  with  certain  provisions  of  laws,  regulations,  contracts  and  grants. 

Junkermier,  Clark,  Campanella,  Stevens,  P.C. 

Helena,  Montana 
October  7,  1999 


.4. 
Montana  Club  Building  •  Post  Office  Box  1164  »  Helena,  Montana  59624  •  (406)  442-6901  -  FAX  (406)  442-9690 

Offices  in:  Columbia  Falls  •  Fort  Benton  •  Great  Falls  •  Helena  •  Kalispell  •  Lincoln  •  Missoula  •  Whitefish 
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LEGISLATIVE  BRANCH 

EXCLUDING  THE  CONSUMER  COUNSEL 

NOTES  TO  FINANCIAL  STATEMENTS 

June  30,  1998  and  1999 

1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Accounting 

The  Legislative  Branch  uses  the  modified  accrual  basis  of  accounting,  as  defined  by  state 
accounting  policy,  for  its  Funds.  In  applying  the  modified  accrual  basis,  the  Legislative  Branch 
records: 

Revenues  when  it  receives  cash  or  when  receipts  are  measurable  and  available  to  pay  current 
period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs  the  related  liability  and  it  is 
measurable,  with  the  exception  of  the  cost  of  employees'  annual  and  sick  leave.  State 
accounting  policy  requires  the  Legislative  Branch  to  record  the  cost  of  employees'  annual 
leave  and  sick  leave  when  used  or  paid. 

The  Legislative  Branch  uses  the  accrual  basis  of  accounting  for  the  State  Lottery  Fund.  Under  the 
accrual  basis,  as  defined  by  state  accounting  policy,  the  Legislative  Branch  records  revenues  in  the 
accounting  period  when  measurable  and  records  expenses  in  the  period  incurred,  when  measurable. 

Expenditures  and  expenses  may  include:  entire  budgeted  service  contracts  even  though  the  Legislative 
Branch  receives  the  services  in  a  subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment  ordered  with  a  purchase  order 
before  fiscal  year-end. 

Financial  Schedule  Presentation 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the  Legislative  Audit  Committee. 
The  financial  schedules  are  prepared  from  the  transactions  posted  to  the  Statewide  Budgeting  and 
Accounting  System  without  adjustment. 

Accounts  are  organized  in  funds  according  to  state  law.  The  Legislative  Branch  uses  the  following 
funds: 

Governmental  Funds: 

General  Fund  -used  to  account  for  all  financial  resources  except  those  required  to  be 
accounted  for  in  another  fund. 

Special  Revenue  Fund  -used  to  account  for  proceeds  of  specific  revenue  sources  legally 
restricted  to  expenditures  for  specific  purposes. 

Enterprise  Fund: 

The  State  Lottery  Fund  is  an  enterprise  fund,  which  is  used  to  account  for  activities  in  which 
the  operations  are  financed  and  operated  in  a  manner  similar  to  private  business  enterprises 
where  the  intent  of  the  governing  body  is  that  the  costs  of  providing  goods  or  services  to  the 
general  public  on  a  continuing  basis  is  financed  or  recovered  primarily  through  user  charges. 

2.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Each  agency  does  not  have  a  separate  General  Fund  since  its 
only  authority  is  to  pay  obligations  from  the  statewide  General  Fund  within  its  appropriation  limits. 
The  beginning  and  ending  fund  balances  reported  on  the  accompanying  Schedules  of  Changes  in  Fund 
Balances  and  Property  Held  in  Trust  reflect  the  Legislative  Branch's,  excluding  the  Consumer  Counsel, 
share  of  the  statewide  General  Fund  balance  for  the  years  ended  June  30,  1998  and  1999. 

-11- 


LEGISLATIVE  BRANCH 

EXCLUDING  THE  CONSUMER  COUNSEL 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1998  and  1999 

3.     YEAR  2000  ISSUES 

The  Legislative  Branch,  excluding  the  Consumer  Counsel,  is  aware  of  the  issues  associated  with  the 
potential  year  2000  computer  and  software  problems.  The  Branch  has  assessed  the  computer  systems 
for  year  2000  compliance  and  has  taken  the  appropriate  actions  to  address  compliance  issues. 
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INDEPENDENT  AUDITORS'  REPORT  ON  COMPLIANCE  AND  ON  INTERNAL 

CONTROL  OVER  FINANCIAL  REPORTING  BASED  ON  AN  AUDIT  OF  FINANCIAL 

STATEMENTS  PERFORMED  IN  ACCORDANCE  WITH 

GOVERNMENT  AUDITING  STANDARDS 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  financial  schedules  of  the  Legislative  Branch,  excluding  the  Consumer  Counsel  (the 
Legislative  Branch),  for  the  fiscal  years  ended  June  30,  1998  and  1999,  and  have  issued  our  report  thereon 
dated  October  7,  1999.  We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards 
and  the  standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the 
Comptroller  General  of  the  United  States. 

Compliance 

As  part  of  obtaining  reasonable  assurance  about  whether  the  Legislative  Branch's,  financial  schedules  are 
free  of  material  misstatement,  we  performed  tests  of  its  compliance  with  certain  provisions  of  laws, 
regulations,  contracts  and  grants,  noncompliance  with  which  could  have  a  direct  and  material  effect  on  the 
determination  of  financial  schedule  amounts.  However,  providing  an  opinion  on  compliance  with  those 
provisions  was  not  an  objective  of  our  audits  and,  accordingly,  we  do  not  express  such  an  opinion.  The 
results  of  our  tests  disclosed  no  instances  of  noncompliance  that  are  required  to  be  reported  under 
Government  Auditing  Standards. 

Internal  Control  Over  Financial  Reporting 

In  planning  and  performing  our  audit,  we  considered  the  Legislative  Branch's,  internal  control  over 
financial  reporting  in  order  to  determine  our  auditing  procedures  for  the  purpose  of  expressing  our  opinion 
on  the  financial  schedules  and  not  to  provide  assurance  on  the  internal  control  over  financial  reporting.  Our 
consideration  of  the  internal  control  over  financial  reporting  would  not  necessarily  disclose  all  matters  in 
the  internal  control  over  financial  reporting  that  might  be  material  weaknesses.  A  material  weakness  is  a 
condition  in  which  the  design  or  operation  of  the  one  or  more  of  the  internal  control  components  does  not 
reduce  to  a  relatively  low  level  the  risk  that  misstatements  in  amounts  that  would  be  material  in  relation  to 
the  financial  statements  being  audited  may  occur  and  not  be  detected  within  a  timely  period  by  employees 
in  the  normal  course  of  performing  their  assigned  functions.  We  noted  no  matters  involving  the  internal 
control  over  financial  reporting  and  its  operation  that  we  consider  to  be  material  weaknesses. 

This  report  is  intended  for  the  information  of  management  and  the  Legislature  and  is  not  intended  to  be  and 
should  not  be  used  by  anyone  other  than  these  specified  parties. 

Junkermier,  Clark,  Campanella,  Stevens,  P.C. 

Helena,  Montana 
October  7,  1999 
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November  2,  1999 

Junkermier,  Clark,  Campanella,  Stevens,  P.C. 

Certified  Public  Accountants 

P.O.  Box  1164 

Helena  MT  59624-1164 

RE:        Legislative  Branch  Audit  Response 

Dear  Junkermier,  Clark,  Campanella,  Stevens,  P.C: 

The  Legislative  Branch  have  reviewed  the  draft  audit  report  for  the  Legislative  Branch 
(agency  1 1040).  We  are  pleased  agency  accounting  meets  all  tested  standards  and  that  no 
recommendations  are  required. 

We  are  particularly  pleased  we  have  a  long  history  of  clean  audits.  Dedication  and 
cooperation  of  a  number  of  people  make  this  possible.  As  manager  of  the  financial  services 
office,  Karen  Berger  has  continued  to  earn  more  than  her  share  of  the  credit  for  this 
situation.  Over  the  course  of  the  accounting  period  covered  by  this  audit,  the  state 
developed  a  new  accounting  system  and  implemented  the  payroll  component  of  it.  Karen 
involved  herself  deeply  in  aspects  of  the  development,  maintained  high  standards  for 
current  accounting,  and  recruited  and  trained  staff  with  a  total  turnover  of  accounting 
personnel. 

Thank  you  for  your  work. 

Sincerely, 

Robert  B.  Person 
Executive  Director 
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